
COMMONWEALTH OF KENTUCKY 

BEFORE THE PUBLIC SERVICE COMMISSION 

* * * * * 

In the Hatter of: 

RATE ADJUSTMENT OF GRAYSON RURAL ) 
ELECTRIC COOPERATIVE CORPORATION ) CASE NO. 9352 

O R D E R  

IT IS ORDERED that Grayson Rural Electric Cooperative 

Corporation ("Grayson") shall file an oriqlnal and 8 copies of the 

following information with this Commission, with a copy to all 

parties of record, by September 12, 1985, or within 2 weeks after 

the date of this order, whichever is later. Each copy of the data 

requested should be placed i n  a bound volume with each item 

tabbed. Where a number of sheets are required for an item, each 

sheet should be appropriately indexed, for example, Item l(a), 

Sheet 2 of 6. Careful attention s h o u l d  be qiven to copied 

material to insure that it i s  legible. Grayson shall furnish with 

e a c h  response the name of the witness who will be available at the 

public hearing for responding to questions concerning each area of 

information requested. Where information requested herein ha8 

been provided along with the original application, in t h e  format 

requested herein, reference may be made to the specific location 

of said information In responding to this information request. If 

neither the raqueated information nor n motion for an axtanulon of 

time is filed by the stated date, the case may be dismissed. 



1. P r o v i d e  a s c h e d u l e  showinq  t h e  a c t u a l  t e s t - y e a r  wages 

and salar ies .  T h i s  s c h e d u l e  s h o u l d  b e  i n  t h e  same format a8 t h a t  

u s e d  f o r  t h e  c a l c u l a t i o n  of t h e  pro forma and  n o r m a l i z e d  labor 

a d j u s t m e n t s ,  pages 4 a n d  5 of S c h e d u l e  5, E x h i b i t  111. 

2. P r o v i d e  a s c h e d u l e  of t h e  p e r c e n t a q e  i n c r e a s e  i n  t h e  

sa lar ies '  and  wages' base rate fo r  t h e  test  y e a r  and  for the base 

ra te  u s e d  i n  pro f o r m a  a d j u s t m e n t  N o .  9.  P r o v i d e  t h i s  s c h e d u l e  by 

employee  class. I n c l u d e  a t h o r o u g h  d i s c u s s i o n  of t h e  r e a s o n  f o r  

t h e  i n c r e a s e s  and  d e t a i l  G r a y s o n ' s  p o l i c y  r e g a r d i n g  wage and  

s a l a r y  i n c r e a s e s .  

3. Based on t h e  i n f o r m a t i o n  i n  I t e m  No. 7 ,  Response  to PSC 

I n f o r m a t i o n  Reques t  No. 1, o v e r t i m e  wages i n c r e a s e d  a p p r o x i m a t e l y  

30 percent f r o m  c a l e n d a r  y e a r  1984. P l e a s e  d i s c u s s  i n  d e t a i l  t h e  

r e a s o n  f o r  t h i s  i n c r e a s e .  

4 .  I n  r e g a r d  t o  t h e  p ro  fo rma  labor a d j u s t m e n t ,  e x p l a i n  i n  

d e t a i l  t h e  t r e a t m e n t  for e m p l o y e e s  h i r e d  or p o s i t i o n s  v a c a t e d  sub-  

s e q u e n t  to t h e  test  y e a r .  I n c l u d e  a d i s c u s s i o n  o f  t h e  a s s u m p t i o n s  

made c o n c e r n i n g  e s t i m a t e d  r e g u l a r  and  o v e r t i m e  h o u r s  f o r  t h e  new 

employees .  

5. E x p l a i n  why t h e  t e s t - y e a r  r a t i o  of e x p e n s e s  to 

c a p i t a l i z e d  wages was u s e d  in t h e  l abor  a d j u s t m e n t s .  

6 .  R e c o n c i l e  t h e  " T o t a l  A c t u a l "  column of t h e  Labor 

A d j u s t m e n t  Summary, page 2 o f  6 of S c h e d u l e  5, E x h i b i t  111, with 

t h e  t e s t - y e a r  amoun t s  of Item No. 7 ,  Response to PSC Information 

Requeat No. 1. 

7 .  I n  reqard t o  t h e  a d j u s t m e n t  for t e l e p h o n e  charqes, 

e x p l a i n  t h e  b a s i s  f o r  u e i n q  t h e  d i f f e r e n c e  be tween  t h e  amount  of 
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collect calls received during the first and last month of the test 

year in the calculation of the phone charge adjustment. Discuss 

what other options were considered and the cost differential 

involved. Also include: 

a. Details of the cooperative's policy on handling 

these calls and who is authorized to receive collect 

calls; 

b. A comparison of the telephone bills for each month 

the collect-call service has been in effect to the 

same month of the preceeding year: and 

c. The actual dollar amount of collect calls received 

durinq each month the collect-call service has been 

in effect. Include any supporting documentation 

ava i lable . 
8. Explain the reason for the premium increaae in liability 

insurance. Note the company providing this coverage and if lower 

rates have been sought from other companies. 

Also, include a discussion of the cooperative's pro- 

curement policies with reqard to insurance and other goods and 

services. 

9. Provide a thorouqh discussion of the assumptions 

underlyinq the normalized adjustments to interest expense and 

interest income. 

10. Provide an annualized interest schedule baaed on the 

long-term debt as of the end of the test year. 

11. Provide a schedule of temDorary investments for each 

month of the test year. Include: 
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a. Where i n v e s t e d :  

b. Type of i n v e s t m e n t ;  

e. Amount i n v e s t e d :  and  

d.  I n t e r e s t  r a te  on i n v e s t m e n t .  

E x p l a i n  Grayson ' s D o l i c y  r e g a r d i n g  t e m p o r a r y  

i n v e s t m e n t s .  

12 .  P r o v i d e  t h e  c a l c u l a t i o n s  supporting t h e  pro forma 

a d j u s t m e n t  of $ 5 4 3 , 4 0 8  to  o p e r a t i n g  r e v e n u e s .  I n c l u d e  a n  

e x p l a n a t i o n  of t h e  d e r i v a t i o n  of t h e  $16 ,022  a d j u s t m e n t  t o  O t h e r  

Electric Revenue . 
13. I n  i ts O r d e r  of O c t o b e r  24 ,  1983, i n  C a s e  No. 8 7 7 8 ,  

A d j u s t m e n t  of R a t e s  of S a l t  R i v e r  R u r a l  Electric Cooperative 

C o r p o r a t i o n ,  t h e  C o m m i s s i o n  s t a t e d  t h a t  i t  is r e c o n s i d e r i n q  its 

p o l i c y  of a l l o w i n g ,  for r a t e - m a k i n g  p u r p o s e s ,  t h e  i n t e r e s t  on debt  

drawn down after t h e  end  of t h e  test y e a r  and t h a t  any utility 

r e q u e s t i n q  such t r e a t m e n t  of i n t e r e s t  e x p e n s e  w i l l  h a v e  t o  prove 

t h e  n e c e s s i t y  of s u c h  t r e a t m e n t .  P r o v i d e  a d e t a i l e d  e x p l a n a t i o n  

of why Grayson  s h o u l d  be allowed such t r ea tmen t  w i t h o u t  a n y  

r e c o g n i t i o n  of the a d d i t i o n a l  r e v e n u e s  and  e x p e n s e s  associated 

w i t h  t h e  f a c i l i t i e s  c o n s t r u c t e d  a n d / o r  improvements  made  w i t h  

these a d d i t i o n a l  f u n d s .  

1 4 .  P r o v i d e  a n  e x p l a n a t i o n  of why t h e  12-month p e r i o d  e n d i n g  

March 31, 1985, was used a s  the test year i n  t h i s  case. 

IS. t n  rsgrrtl t o  ths $ 1 , 9 3 9  ahnrqntl k o  Account. No. 9130-  

A d v e r t i s i n g  Expense ,  submit any e v i d e n c e  a v a i l a b l e  to s u p p o r t  t h e  

allawanco of t h i s  e x p e n s e  I n  t h a t  i t  will produce a m a t e r i a l  

benefit t o  t h e  r a t e p a y e r .  
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16. Provide a schedule comparing Account No. 923--Outside 

Services Employed for the past 5 years corresponding with the test 

year. Include an explanation of any unusual items. 

17. In regard to Item No. 11, Response to PSC Information . 
Request No. 1, discuss in detail: 

a. The fees p a i d  Wilson, Stavros and Justice, 

Attorneys: 

b. The fee paid NRECA for the manaqement audit study; 

provide a copy of the audit; and 

C. The fees paid Brown, Todd and Heyburn, specifically 

noting the fees paid €or services prior to the test 

year . 
18. Reconcile the expense accounts in Item No. 16, Response 

to PSC Information Request No. 1, to the expense items listed for 

the test year o n  page 1 of Schedule 3, Exhibit 111. 

19. KRS 279.380 provides that: 

“...Trustees shall not receive any salaries for 
their services as trustees.... The bylaws mayl 
however, prescribe a fixed fee for attendance 
at each meeting of the Board of Trustees and 
m a y  provide for reimbursement of  actual 
expenses of attendance.” 

I n  reqard to this ntntuta, please provider 

a. A statement of Grayson’s policy reqarding director’s 

fees, and 

b. Grayson’s position in reqard to the above-cited 

statute. 
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20. Provide, for the test-year period, a schedule of 

directors' expenses detailing fixed fees,  reimbursements and per 

diem payments. Provide this schedule by director. 

21. In response to PSC Information Request No. 1, Grayson 

failed to furnish with each response the name o€ the witness who 
will be available at t h e  public hearinq for responding to 

questions concerninq each area of information requested. Please 

provide those names in response to Information R e q u e s t  NO. 1. 

22. The normalization adjustment of $386 to depreciation 

appears to be mathematically incorrect. ProviCe the calculations 

in support of the composite depreciation rate and list the  

assumptions underl.yina both the normalized and pro forma 

depreciation adjustments. 

23. Provide  an annualized depreciation schedule based on 

plant-in-service at t h e  end of the test year. 

24. Does Grayson follow the depreciation rates and pro- 

cedures as described in REA Bulletin 183-13 

25. Provide information €or plotting the depreciation guide- 

l i n e  curves in accordance with REA Bulletin 183-1. Furnish the 

d a t a  in the format shown on the attached data sheet No. 1. 

26. D o e s  Grayson propose any chanqes in depreciation rates? 

27. Furnish a list of depreciation expenses in the format 

shown on the attached data sheet No. 2. 
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Done at Frankfort ,  Kentucky, this 28th b y  of August,1985. 

PUBLIC S E R V I C E  COMMISSION 

/ELLQ/Lb For t h e  Commission 

ATTEST : 

Bocrstary 
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